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V at Should We Do To Expand 
4 Business Activity? 


* 


Bioucu: Last week the Rounp Taste discussion of business pros- 
is reached agreement on three basic facts on the present slump in 
iness: First, we are in a business recession. Unemployment has 
a bled in six months and is now about four million. Manufacturing 
mining production are down 13 per cent. Wholesale prices are down 
/ per cent; and the cost of living is down 3 per cent. Secondly, last week’s 
articipants agreed that, despite these declines in prices and production, 
business activity and employment are very high. Fifty-nine million Amer- 
leans have jobs. Personal income is about the same as a year ago at this 
time; and retail sales are only slightly off. Third, last week’s participants 
agreed that we are not in a depression and that it is practically impossible 
have, in the next year or two, a collapse of the 1929-32 variety. 
~ Meehan, do you agree with this analysis of the business situation? 

9 you think that we should do anything to expand business activity 
as 
Meenan: I agree with that analysis. It is important to recognize 
hat what we are going through at the present time is an inventory reces- 
on. The big swing in the business statistics has been from an inventory 
accumulation of nine billion dollars at annual rates at the end of the year 
© four billion dollars at the present time. That is the big change in 
vestment. Basic investment in plant and equipment is holding up well; 
sidential building is expanding; and the big change has been in manu- 
facturing and production which is a reflection of the shift in inventory 

lying. 

Mk. Birouveu: How would you describe the present business situation, 
ass? What do you think we should do about it? 
Mr. Ross: Meehan’s analysis of the present economic situation is, in 
y opinion, essentially correct. As a business economist, I feel that the 
rrent level of business activity is almost ideal. Employment is still high, 
it unemployment is high enough to stimulate the efforts of the em- 


1 


eee A ee 


2 THE UNIVERSITY OF CHICAGO ROUND TABLE 


ployees. Profits are still large, but they are harder to get, and manage- 
ment must now really work and exercise some ingenuity and resource- 
fulness. 

The circumstances point clearly to this conclusion: Nothing is what 
we need to do to expand business activity. 


Mr. Meenan: Would you not say that we are now getting off from the 
inflationary level of a year ago down to a more sustainable rate of busi- 
ness and that what has occurred to date has been a readjustment from 
high level which has, up to the present time, however, not cumulated?) 


Mg. Ross: I agree with that entirely. 


Mr. Meenan: Personal income is running at a very high annual rat 
at the present time. The peak last December was two hundred an 
seventeen billion. The latest figures which we have (for May, 1949) sho 
that it was down to two hundred and twelve; and it has moved within a 
range of one billion dollars for the last four months. While, at the present 
time, in July, it may be somewhat lower, it undoubtedly has not dropped 
below the two-hundred-and-ten-billion annual rate at this time. 


Mr. Bioucu: What you are saying, I gather, is that, while prices were 
rising, production outran consumption and stocks of goods on shelves) 
greatly increased. Now consumption is outrunning production. As a 


result, inventories are being liquidated. 


Mr. Meenan: That is true. And I would like to add the further point! 
that the flow of new business is considerably below the level of consump-; 
tion and real investment. That is one of the reasons why business ap- 
pears to the businessman worse than the fundamental facts show it to be, 


Mr. Broucu: But all slumps start with an inventory liquidation, do 
they not? What evidence is there that this is not a good deal more hes 
just an inventory liquidation? 


Mr. Meenan: It is not true that all slumps start with inventory tall 1 
dation. If we go back to the twenties, we will find that the fundamental 
shift was an investment shift, which occurred in residential building as 
early as 1926, three years before the inventory liquidation started. 


Mr. Ross: With all our figures I doubt if anyone knows just what th 
inventory situation really is today. But I surmise that there is still some 
room for liquidation. However, the reduction can hardly be much more 
rapid than it is right now, and it should be pretty well over by the time 
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any real drop in capital expenditures is under way. In fact, there is some 

evidence that inventory liquidation has ceased in some of the industries 
which have been the hardest hit. Specifically, textile activity has im- 
proved, and some of the metal trades, I think, are better. 


Mr. Biouceu: So there is a little pickup in spots, but in general the 
inventories are still going down. The liquidation still continues. 


Mr. Ross: I believe that there is no question that that is the fact. 


Mk. BioucH: I am very much interested, Ross, in your statement that 
nothing is what we need to do. What in the world is there in that? Why 
let the thing go? 


Mr. Ross: During and after the war the country learned a lot about 
production techniques and selling’ and distributing methods; and since 
the war, huge sums have been spent on new plants and other facilities. 
The results should have been very substantial increases in output per 
worker. If productivity had increased at a rate of only 2 per cent a year, 
each worker would now be producing 16 per cent more goods and 

services than in 1941. However, and I think that Meehan will agree, the 
gain probably has been only about half that large. 


_ Mr. Meenan: It certainly has been that up to the long-term trend. 

| Mr. Ross: There are many causes for the fact that we have fallen down 
on the job, but it boils down to this: Few of us have been working as 

hard as we should, and we have lost initiative, resourcefulness, and 
drive. This statement applies to all the principal groups—management, 

‘labor, and individual businessmen. Easy returns have encouraged 
mediocrity; and what is needed is a new setting under which intelligent 
effort is rewarded, and indifference and laziness are penalized. 


Mr. Meenan: Do you not think that getting efficiency up and prices 
down represents something other than a do-nothing policy? I would say 
that that represents a very positive contribution on the part of business 
_and on the part of labor. 


_ Mk. Ross: Progress, I believe, has been made, but more progress should 
and will be made if the circumstances are right. 


_ Mr. Meeuan: With the lessening of inflationary pressures, do you not 
think that it is now possible for business not only to get a normal increase 
in efficiency but to get something more and to effectuate a catching-up of 


in 
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this long-term trend? Is that not the ee that we are going to get re- 
duced prices? : 


Mk. Ross: I am very hopeful that seat will take place if conditions are 
such that we are forced to do it. 


Mr. Bioucu: That is fine, but here we have a decline in employment 
and a decline in production. Is that not likely to get us into a downward 
spiral of less employment, less spending, less income, less employment, 
and soon? 


Mr. Meenan: That, I think, depends upon the evaluation one makes 
of what the actual situation is. The evidence to date does not show that 
the decline has been cumulating. As a matter of fact, the statistical evi- 
dence which we have in the Department of Commerce shows that con- 
sumer expenditures have been stable now for five months; investment of 
business in plant and equipment is holding up well; and our survey for 
the third quarter indicates a very high level of investment during that 
period. Furthermore, we should keep in mind the very great importance 
of the rise in government expenditures which has been a large factor in 
the situation in recent months. 


Mr. Bioucu: Do you agree with Ross’s position that there ought to be 
no policy? What would your program be? 


Mr. Meeuan: No, I do not agree. I think that certain things can be 
done. The increase in efficiency and the reduction in prices are very 
important. I think that economies are possible. Business, I believe, can 
now expand its markets by energetic action. That idea was very well 
expressed at a meeting which we had recently in Louisville as part of the 
general survey which the Department of Commerce is making of busi- 
ness conditions. It was expressed by a businessman this way: “Business 
should relearn the almost forgotten lesson of aggressive selling.” With a 
personal income annual rate of two hundred and ten to two hundred and 
twelve billion at the present time, the market is there, and aggressive 
selling can win a larger share for individual concerns. 


Mr. Ross: That is fine, but I do not think that we accomplish that by 
any positive action. A program of exhortation is without any real practi- 
cal effect. We must, however, create the situation under which business- 
men voluntarily do the things which we think that they should do. 


Mr. Meena: And I think that now with the lessening of inflationary 
pressures, with the easing of the labor market, with the better organiza- 
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tion of the supply of commodities, it is possible for business now to 
effectuate these economies which were not possible a year ago. 


Mr. Bioucu: And it may be beneficial to educate them. Maybe there 
is a difference between “education” and “exhortation”; perhaps they do 
not know what is to their business interests. 


Mr. Meenan: That is true, but I agree with Ross that they recognize 
their own interests generally; and when the opportunity provides for 
them to reduce costs, reduce prices, they are aggressive. 


Mr. Bioucu: Then it is government to which we would have to go 
primarily, I suppose, if we can hope that business will find that its 
interest lies along the lines of expansion. Let us suppose it does not. Then 
I suppose government action is about all that is left. At least, we hear 
most about government action. 


Mr. Meenan: We should recognize that government has not played 
a passive role in the situation so far. The effect of government action has 
been to cushion but not prevent the necessary readjustments from boom 
condition. We should recognize that unemployment insurance is being 
paid out at an annual rate of two and a half billion dollars; farm price 
supports have prevented a sharp fall in farm income; and the forward 
planning of public works is a factor of great importance in the situation 
at the present time. The outlook is for five billions of public works ex- 
penditures during the current year. 


Mk. Broucu: Is that federal only? 


Mr. Meenan: No, that is federal, state, and local—and the state and 
local projcts are a very significant part, approximately two-thirds of the 
total. 


Mr. Ross: I am rather afraid that the governmental program is al- 
ready too elaborate. We all agree that federal tax increases are a dead 
issue, and the only question now is whether Congress will enact reduc- 
tions in rates. There will continue to be a lot of noise about curtailing 
governmental spending, but I am convinced that the federal government 
will pay out at least eight billion dollars more than it collects in the 
current fiscal year. I figure that a federal deficit will be accruing at the 
rate of fourteen billion dollars in the first half of 1950 and that, at the 
same time, the state and local governments will also be increasing 
deficits. 
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Mr. Meenan: Let me interrupt just a moment to point out that part of 
that deficit which you have calculated-in the first half of next year repre- 
sents a calculation with respect to an important nonrecurring item. I refer’ 
to the repayment or the refunding of the veterans’ insurance which 
amounts to two and three-quarters billion dollars, which, if concen- 
trated in a relatively short time will, on those annual-rate basis figures | 
which you use, tend to swell the deficit. 


Mr. Ross: That is right; but, on the other hand, I think that you will 
concede that many of the amounts which we have spent we have been 
told were nonrecurring. But now we find that defense expenditures, for 
example, instead of coming down are going up. I have no hope that the 
outlay to veterans will come down to any extent, even allowing for this. 
amount for the insurance refund. 


Mr. Meenan: I agree that, with our best effort to cut government 
expenditures, government expenditures will probably rise. We are com- 
mitted to a defense program. We are committed to the ECA program, 
We are committed to other programs which, with the best efforts at 
economy, will nevertheless leave us with a very large volume of govern- 
ment expenditures. I agree that the trend of the excess of government 
expenditures over revenue is upward. I am inclined to agree with you 
that the possibility of reducing that deficit is small and that the trend of 
the deficit will be upward. 


Mr. Broucu: You talk, gentlemen, as if that deficit were a good thing 
for the country and that higher government expenditures and lower 
revenues would have a stabilizing effect. Now, I am inclined to agree 
with you, but I can pick up the newspaper any day in the week and 
see that business writers there, who presumably represent what the 
businessmen are thinking, believe that this tremendous federal expendi- 
ture is very bad for the country. That deficit is scaring businessmen ou 
of making investments and scaring consumers away. Far from being 
contribution to preventing the slump, they say, the large body of govern- 
ment expenditures and the deficit are contributing to the slump. 


Mz. Ross: I do not agree with that attitude. This deficit unquestion 
ably will find its way into people’s pockets and will, I believe, enabl 
them to buy as much or more quantities of goods and services than they 
do now. I have never been convinced that the position of governmen 
financing has had much effect upon the plans and actions of business- 
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men. The dominant factors are the state of the market for their goods — 


and the amount of the profits which they are able to realize. 


Ma. Broucu: Then the deficit is stimulating, because government adds _ 
to the demand for goods without cutting down on private demand when | 


it spends and does not collect taxes to finance that spending? 
Mr. Ross: I think that that is correct. 


Mr. Broucu: And you do not think that that has enough discouraging 


effect on businessmen? I have heard them talk a lot. I have often won- 
dered whether it was not mostly talk—a good argument to give them 


something to ask for a cut in government expenditures and a cut in 


taxes. I gather that your experience confirms that. 


Mr. Ross: Yes, I think that businessmen do a lot of talking about ' 


things which they really do not believe. As I say, I have never found any 


real evidence that businessmen become scared at a government deficit. | 


Mr. Biouer: Meehan, did you finish stating your program of action? 
Is that what you think government should do? 


Mr. Meenan: The government, I believe, should push on the public | 
works program. We held back during a period of inflation, because the — 


competing demands made by private enterprise were such that we could 
not get the needed public works under way. We have a very large, real 


demand for schools, hospitals, sanitary systems, water supply installa-— 


tions, bridges and roads, which should now be accelerated. 

Further, I should like to point out, in connection with the survey 
which we are making of regional conditions, that it has been sug- 
gested that there are certain things which can be done to assist conditions 
in local areas. These suggestions, I think, represent some constructive 
contributions. When we have had the opportunity to assemble all the 
material and give them study, a program can be worked out which will 


be helpful. 


Mr. Bioucu: The regional problem is one, it seems to me, which is 
pretty serious. It is well enough to talk about things being just fine now, 
and nothing is what we ought to do; but to the poor unemployed person 
out in some community where he cannot possibly get a job, it does not 
feel so very good. 


Mr. Meenan: I agree with that. To the man out of work it does not do 


a bit of good to tell him that the over-all level of business activity is large 
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and that the total income of all the people i in the United States is large, 
if he is without current income or is operating on a reduced income 
through the unemployment benefit procedure. 


_ Mk. Broucu: And I gather that one of the characteristics of this stump 
_ is that it is hitting very unevenly. 


__ Mk. Meenan: That is right. The trend is uneven by industries; it is 
" uneven by geographic areas. There is the situation in New England, for 
_ example, which was one of the first stops on the Department of Com- 
_ merce nation-wide survey. The fact that should be kept in mind is that 
_ New England is the most highly industrialized area in the country in 

terms of the relation of the flow of income from manufacturing to total in- 
come. New England has 31 per cent of its total income derived from 
manufacturing—the highest percentage of any section of the country. 
Therefore, when I say that the characteristic of this situation has been 
largely inventory liquidation, which has hit manufacturing the hardest, it 

_ has, therefore, hit New England the hardest; and we should give special 

_ consideration to areas of that kind. 


Mr. Ross: But we have got to watch out in that respect. If this in- 

ventory liquidation is any place near coming to an end, we may find that 

| six months from now New England may be in a relatively better position 

than other localities. If we help them out, we may be doing an injustice 
and an unnecessary act. 


__ Mk. Meeuan: We hope that that will be true and that the areas which 
| are hardest hit will come back. You yourself, I believe, suggested a few 
| moments ago that while there has been some pickup, for instance, in 
| textiles, from the low level to which orders had fallen earlier in the year, 
_nevertheless the flow of new business was still relatively low. Therefore, 
Ido not think that we should proceed on the idea that some automatic 
pickup in business will flow to the areas which are hardest hit. Some 
areas have fundamental problems which will not be redressed by the 
_ increase in over-all activity which we hope will come before the end of 
the year. 


Mr. Bioucu: One factor which seems to me to be taken care of with 

_ respect to these communities which are hard hit is to make sure that 
there is at least a minimum of income in the hands of people in those 
communities. A lot of them, I understand, are running out of unemploy- 
ment insurance credits, and people will thus cease to receive unemploy- 
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ment compensation. I am not sure that adequate provision has been 
made, either locally or on a state basis=-and certainly not on a national 
basis—for them. It seems to me that that is something which could be 
done which would help to ease the blow and at the same time not create 
any of these uneconomic results about which you two have talked. 


Mr. Meewan: The President recognized that situation in his recent 
message to Congress. The facts with regard to the over-all size of the 
unemployment compensation funds is that they are ample to meet the 
situation at the present time—over-all. As I quoted a while ago, the | 
annual rate of out payments is now two and a half billion dollars. The 
funds available are more than three times that amount. However, there is © 
some possibility that in individual areas particularly hard hit, we may | 
have to do something. Would you agree? 


Mr. Ross: Yes, and in my estimates of what the federal deficit might 
be in this current fiscal year I have assumed that unquestionably unem- 
ployment compensation would be extended beyond a six-month period - 
if that proved necessary. 


Mr. Broucu: Let us leave this local regional situation to discuss — 
another proposal which has been made recently. What about the pro-— 
posal that the thing to do in a case like this is to have another round of 
wage increases? It is argued that we must somehow maintain the pur- 
chasing power of the nation and that the only way to do that is through : 
another round—a fourth round—of wage increases as a method of lick- 
ing the slump. i 


Mar. Ross: There is no question that a fourth round of wage increases | 
or raises would have a stimulating effect, since it would tend to reverse ~ 
price movements which have contributed to inventory liquidation and — 
curtailment of consumer buying. However, I do not think that what we { 
need is a redistribution of income. To my mind the present distribution — 
of incomes is quite favorable. i: 


Mr. Meewan: Do you not think that the profit situation has something 
to do with this picture? Up until the end of last year, the general profit 
trend was upward; profits were good. But now profits are tending down- 
ward, and the latest figure we have shows them to be 14 per cent below a 
year ago. But since the incidence of the fall has been very uneven, the 
profits of many concerns and numerous industries have fallen very 
sharply. Now, it is obvious that the situation is not the same as it was 
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two or three years ago, when the wage increases could readily be passed 
on, under conditions of demand, with rising profits. Do you not think 
that the profit situation has a bearing on this ability to increase the wage 
bill, because it is a bill for business, even, as you say, it is purchasing 
power to the individual who receives it? : 


Mr. Ross: It seems to me that if all the units in industry were com- 
pelled to raise wage rates, the industry as a whole would just raise prices; 
and unless that curtailed the demand for the products of that industry, 
we would be just about where we were, except that business, as I say, 
might be stimulated. 


Mr. Meenan: But the consumer is showing a very considerable resis- 
tance to these higher prices at the present time. Is it not possible that 
business will be up against a difficult problem at the present time if it 
endeavors to raise prices? As I said a while ago, the problem was to get 
more efficiency and lower prices. 


Mk. Ross: If the wages were increased, the income of consumers would 
be increased; and in that case the consumers would be willing to stand 
higher prices. 

Mk. Bioucu: This slump has not been a result of decline in purchasing 
power so far, so at least the wage increase is not necessary from that 
point of view. Is that not in line with all the figures we have mentioned 


here today? 


Mr. Meeuan: That is in line with all the figures, but I should point 
out that the wage increases have not been uniform throughout industry 
and that all wage groups have not participated. I do not think that we 


should say that some wage increases are not justified. I think that they 
are. I think that they would be helpful. 


Mr. Ross: But I do not think that there is any evidence that the people 
who are after the wage increases are the ones who deserve them. 


Mr. Meenan: That, of course, is not uniformly true. 


Mr. Broucu: We have reached the stage where we ought to sum- 
marize and to see where we have been and what we think about this 
problem of expanding business activity. 


Mr. Megnan: I believe that I would say that the over-all economic 
‘situation is good and that business activity is high. We have had some 
downward adjustment from the inflationary trend which characterized 
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the period of 1946 through 1948. That the change has been largely in the 
rate of investment—that change has-been investment in inventories. 
Basic investments are holding up; consumption is holding up. I think 
that something can be done in the way of handling of public works and 


| 


other government expenditures to help the situation in particular areas, 


and I think that should be done. 


Mk. Ross: I think that our discussion confirms my conclusion that the 
proposals to turn business around can, most of them, be divided into 
two groups—exhortation and increasing governmental deficits. Labor is 
exhorted to work harder and forego wage increases. Management is 
exhorted to cut prices, produce more, and make capital expenditures. 
Capital is exhorted to loosen its purse strings and make new equity 
investments. Consumers are exhorted to spend liberally and save less. 
I am cynical enough to believe that exhortation is largely ineffective. 
There are very few of us who are willing to act against what we think 
is our own self-interest just because someone appeals to us to do so. 
Thus, the only proposals, I believe, which promise to be really effective 
are those involving governmental deficits. There is no question in my 
mind that we can spend our way out of this recession. Whether we are 
willing to pay the ultimate cost of so doing is another question. j 


Mr. Bioucu: Up to now, then, in this business slump, there has been 
no downward spiral of income and employment. Consumption is out- 
running production; excessive inventories are being liquidated. When 
this process is completed, production and employment should rise, al- 
though not necessarily to their peak level. Our hope is that this process 
will be completed before a downward spiral of deflation sets in so that 
more strenuous government action than has already been taken will no 
be necessary. . 


Excerpts from 


THE MIDYEAR ECONOMIC REPORT OF THE PRESIDENT 
Submitted to Congress July 11, 1949 


To the Congress of the United States: 


The United States economy is the strongest and most productive the 
world has ever known—and we have the resources and the skills to make 
it still stronger and more productive. 

In recent months we have seen the abatement of postwar inflationary 
forces. We are now ina transition period, in which we must work toward 
conditions that will promote a more stable and enduring growth in pro- 
duction, employment, and purchasing power.... 

We should not, however, be lulled into a false sense of security by these 
favorable aspects of the situation. Many of the price adjustments that 
have taken place have been healthy, and afford ground for expectation 
that our economy will work its way successfully through a difficult period 
of transition. But there is nothing healthy about more unemployment or 
less production. Such trends can and must be reversed by positive action, 
private and public. The way to check a decline in business investment 
or production is to take affirmative action that will lead to more invest- 
ment and more production. The way to check an increase in unemploy- 
ment is to take affirmative action that will provide more jobs. The way to 
prevent our economy from shrinking is to take affirmative action that will 
help it to expand.... 


SUMMARY REVIEW OF RECENT ECONOMIC DEVELOPMENTS 


A moderate downward trend characterized most phases of economic 
activity in the first half of 1949. 

Civilian employment averaged 58 million. This was slightly below the 
level of the first half of 1948, with the greatest decrease in manufacturing 
industries. In June of this year, civilian employment was 59.6 million; in 


June of last year, 61.3 million. The number of unemployed averaged 3.2 


million, the increase of about one million over the first half of 1948 about 
equaling the increase in the total labor force. The unemployed were 6 
percent of the civilian labor force in June, compared with 3.4 percent 
in June of last year. The number of unemployed in June was 3.8 million, 


_ and acute unemployment problems have developed in certain localities. 


Production of all goods and services, adjusted for price changes and for 
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seasonal variation, in the first half of 1949 was about 14 percent less than - 

in the second half of 1948, The decline in industrial production was rapid, — 

and by June had reached 13 percent below last fall’s peak. Other business — 

~ activity as a whole changed but little. A moderate decrease in private _ 
construction was partly offset by a rise in public construction. This year’s 
agricultural production seems likely to approach last year’s. 

Prices generally decreased, reflecting the shift from a sellers’ to a buyers’ 
market. The decreases were in most instances moderate and orderly, with — 
no indication of a general spiraling downward. Wholesale prices by mid- 
year had declined 9 percent, consumers’ prices 3 percent, from their high 
points of last August. 

Wages increased in some industries, but, at least in manufacturing, the | 

increases were more than offset by reduced overtime and shorter work- 
weeks. Since the cost of living decreased by about as much as workers’ — 
average earnings, real earnings generally were maintained. 

Profits reflected the decline in prices and production. Corporate profits 
before taxes and inventory valuation adjustment in the first half of this 
year were about 13 percent below the first half of last year. The corre- 
sponding figure for unincorporated enterprises, however, fell only about 
7 percent. 

Farm income was about 8 percent below the first half of 1948. 

Credit requirements of busihess decreased as inventories and customer — 
receivables were reduced. Commercial loans of large city banks shrank 15 
percent, but otherwise loans by banks and other investment institutions — 
remained stable. Total bank deposits and money in circulation decreased 

- about 2 percent during the past half year. Interest rates continued low. — 

Business investment decreased in the first half of 1949 from the 1948 
level. Allowing for seasonal variations, in the second quarter: it was | 
26 percent below the peak rate of the fourth quarter of 1948, chiefly as a 
result of reductions in inventories. Plant and equipment outlays were still 
about as high as a year ago, but some decrease is anticipated in the last 
half of 1949. , 

Corporate finance reflected the reduction of inventories and of cus-— 
tomer credit. Funds thus freed helped corporations to reduce their total 
_ indebtedness by about 3.5 billion dollars. 4 

Housing starts were less than in the first half of 1948, but since Ma 
have been moving up toward last year’s levels. 

Personal income of consumers after taxes decreased only about 1 per- 
cent from the level of the last half of 1948. Since consumers’ prices dropped 
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2, percent, feal income did not change significantly. Consumption” ex- 
in dollar terms decreased nearly 3 percent. Total liquid assets 
“of individuals and business firms are now about 235 billion dollars. How- 
ever, nearly 30 percent of our families have no reserve of liquid assets, 
In foreign trade, an increase in exports and a falling off of imports have 
continued the rising trend in the export surplus which began last fall. The 
surplus was financed almost entirely through Government foreign-aid 
“programs, 
Government fiscal transactions were a source of support against other 
‘factors making for decline in the economy during the past half year. 
Using figures on a consolidated cash basis, rather than the conventional 
‘budget basis, to reflect the effective impact of total governmental receipts 
_and payments upon the economy, cash payments by the Federal Govern- 
_mMent ran at a rate more than 20 percent higher than in the first half of 
1948, and State and local payments at a-rate about 13 percent higher. 
“Federal cash receipts were down about 10 percent, State and local re- 
“ceipts were up about 5 percent. All governmental units combined showed 
‘acash deficit in the first-half of 1949 at a seasonally adjusted annual rate of 
24 billion dollars, in-contrast to a surplus at a rate of 12.1 billion dollars 
in the period in 1948. The Federal cash deficit in the past 
year was at an anhual rate of about 1 billion dollars, contrasted with-a 
(perks at an- annual rate’ of 12.3 billion dollars in the first half of: last 


. 


i SUMMARY OF LEGISLATIVE RECOMMENDATIONS 


z a summary, Irecommend that the Congress take the following actions 
| $ session because of their vital importance in the current economic 


Ty Repeal: ie tax. hae Penta jkacion of goods, liberalize the provisions 

= “for carry-over of losses by corporations, and raise estate and gift taxes. 

“No major increase in taxes‘should be undertaken at this time. 

} ‘ Extend the maximum time limit now fixed by law on the maturity of 
loans to business made by the Reconstruction Finance Corporation. 

| “Send for a broad study of investment and development needs and 

market ite sin an expanding economy. 

“Adopt an improved program. of farm income supports. 

. a aoe to at least. 75 cents an hour and broaden: 
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